The purpose of the study was to investigate the relationship between outsourcing and operational performance of Kenya's energy sector, with specific reference to Kenya Power. Specifically the study sought to determine the relationship between the key outsourced services, that is, administrative support outsourcing, finance outsourcing, resourcing outsourcing and technical outsourcing and operational performance. The specific objectives were to investigate whether outsourcing some functions individually and collectively influence operational performance of Kenya's energy sector. The research design used for this study was descriptive case study design. The study used both primary and secondary data. Primary data was collected through a structured questionnaire with questions anchored on a five (5) point likert type ranking scale and secondary data was collected from published annual reports and financial statements. Data was analyzed mainly by use of descriptive and inferential statistics. Descriptive statistics included frequencies, line charts and percentages. Correlation analysis was the main inferential statistics technique adopted. The findings indicated that there has been improvement in profitability over the years with the financial year between July 2008 and June 2009 reporting the highest increase in profits of 75% which was linked to outsourcing. Connection of new customers to the national grid has maintained a steady growth with the financial year between July 2009 and June 2010 registering the highest growth of 16%. The study findings revealed that outsourcing of services at Kenya Power had led to reduced operational costs and had also resulted in operational efficiency. The study concludes that there was a positive and significant relationship between administration, financial, resourcing and technical outsourcing services with operational performance. This has leads to effectiveness in service delivery, promotes efficiency and effective allocation of resources in addressing customer needs. The study recommends that, the management should keenly
Introduction
Outsourcing, as an operating strategy, has become very popular with companies as firm's redirect valuable internal skills and capabilities to high value adding activities (Venkatraman, 1997) . It allows firms to leverage on third party service provider and its expertise in the field to perform non-core activities and concentrate on core activities. Treadway (2002) argues that utilities have no option but to outsource some of their activities as profit margin gets thinner in a challenging business environment.
A firm's operational performance is a measure of how well a firm uses its assets from its core operations and generates revenues over a given period of time. This measure is thus compared to some given industrial average standard of similar firms in the same industry. Jiang, Frazier and Prater (2006) derived a set of performance metrics to study outsourcing; they group the firm performance metrics into three categories: cost reduction, productivity and profitability. The purpose of these metrics is to provide a comprehensive view of the financial characteristics of the firm at the time of outsourcing. Cost reduction remains the primary explanation for outsourcing. Firms evaluate outsourcing to determine whether current operating costs can be reduced and if saved resources can be reinvested in more competitive processes. Some researchers contend that an important source of cost reductions is the outsourcing firm's access to economies of scale and the unique expertise that a large outsourcing vendor can deliver (Anderson & Weitz, 1986; Roodhooft & Warlop, 1999) .
The second explanation of outsourcing is profitability, traditionally, when business is booming, the temptation is to hire more staff, expand facilities, and bring more of the business "inhouse," where firms hope to better control costs. However, today's knowledge and servicebased economies offer innumerable opportunities for well-run companies to increase profits through outsourcing (Jiang, Frazier & Prater, 2006) . The third explanation of outsourcing is productivity; several studies seek to explain the relationship between productivity growth and outsourcing. Abraham and Taylor (1996) find that firms "contract out" services with the objectives of smoothing production cycles and benefiting from specialization. Ten Raa and Wolff (2001) find a positive association between the rate of outsourcing and productivity growth. Efficient firms allocate their resources to activities for which they enjoy comparative advantage.
latest sourcing strategies that is driving the business sector (Lafferty & Roan, 2012) . Its previous outsourcing strategies led to difficulties in maintaining service consistency, and as a result culminated in increased complaints from the customers. Kenya power statistics indicate an increase in customer complaints over the years impacted upon by the fact that in this company, there are no structured approaches to adopting outsourcing as the strategy of the day, or measures to determine the extent of the degradation of service levels to the customers (Kinyua, 2010) .
Objectives of the study
The objectives of the study were:-1. To determine the relationship between administrative support outsourcing services and operational performance at Kenya Power. 2. To establish the relationship between financial outsourcing services and operational performance at Kenya Power. 3. To find out the relationship between resourcing outsourcing services and operational performance at Kenya Power. 4. To evaluate the relationship between technical outsourcing services and operational performance at Kenya Power.
Research Questions
The study sought to answer the following research questions:-1. What is the relationship between administrative support outsourcing services and operational performance at Kenya Power? 2. What is the relationship between financial outsourcing services and operational performance at Kenya Power? 3. What is the relationship between resourcing outsourcing services and operational performance at Kenya Power? 4. What is the relationship between technical outsourcing services and operational performance at Kenya Power?
Literature Review Theoretical Framework
Theoretical framework provides a general representation of relationships between things in a given phenomenon. In an attempt to explain the relationship between outsourcing and operational performance, the theoretical framework for this study dealt with theories relevant to outsourcing, namely resource based (RB) theory and transaction cost (TC) theory. The resource-based view (RBV) is an economic tool used to determine the strategic resources available to a firm. The fundamental principle of the RBV is that, the basis for a competitive advantage of a firm lies primarily in the application of the bundle of valuable resources at the firm's disposal (Rumelt, 1984) . To transform a short-run competitive advantage into a sustained competitive advantage requires that these resources are heterogeneous in nature and not perfectly mobile (Peteraf, 1993) . Effectively, this translates into valuable resources that are , Vol. 5, No. 3 ISSN: 2222 500 www.hrmars.com neither perfectly imitable nor substitutable without great effort (Hoopes et al., 2003) . The resource-based perspective highlights the need for a fit between the external market context in which a company operates and its internal capabilities (Kakabadse & Kakabadse, 2000) .
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Transaction cost has been the most utilized theory of outsourcing. Transaction cost theory is perceived to provide the best decision tool to help organizations to decide to outsource and prepare themselves for forthcoming outsourcing arrangements. Williamson (1981) suggests that transactions are the basic unit of organizational analysis, involving a contract to transfer goods or services from one party to another. Outsourcing is a decision worth analyzing only when the transaction is frequent and ongoing because of the inefficiencies associated with conducting infrequent transactions that require substantial investments in human and financial capital in-house (Williamson, 1981) . In a broader sense, transaction costs can be considered as the "costs of running the economic system". Economizing on costs is central to transaction cost theory (Williamson, 1981) . The links of strategic outsourcing often bring the company significant benefits such as economy of scale, qualified work force, high level of R&D activities and higher additional value for lower total costs which ensures the profits for all outsourcing partners working together in an alliance (Zineldin & Bredenlow, 2003) . Working in net, companies can become market leaders in shorter time, increase their flexibility and cost efficiency (Nieminen & Takala, 2006) . The transaction cost approach offers an analytical framework in comparing outsourcing services and in-house services (Lacity & Hirschheim, 1993) . Wang (2002) confirms that transaction cost theory assist in predicting outsourcing success in terms of economic benefits. Muhammad and Zhan (2013) in their study on the relationship between core and non-core activities outsourcing and integrated firm-level performance showed that a positive relationship between outsourcing of non-core activities have a positive impact on a firm's performance. The findings also demonstrated that outsourcing enhances the economic, social and strategic performances of manufacturing firms, which enabled them to thrive in volatile business environment. According to a research by Khakia and Rashidib (2012) investigating outsourcing and its impact on operational objectives and performance found that outsourcing could lead to reduced cost, improved quality, increased flexibility, better financial and non-financial performance and services. Gilley, Greer and Rasheed (2002) in their study which analyzed the relationship between the outsourcing of human resource (HR) activities and firm performance, shed additional light on the relationship between outsourcing and firm performance by examining HR outsourcing practices and their influence on financial, innovation, and stakeholder performance measures using a sample of manufacturing firms. The results suggested that certain types of HR outsourcing activities do indeed have a significant, positive influence on firm performance. Specifically, the findings indicated that outsourced training has a positive effect on both innovation and stakeholder performance. In addition, payroll outsourcing was found to positively influence firm innovativeness. , Vol. 5, No. 3 ISSN: 2222 
Empirical Review
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Based on an analysis of 137 business process outsourcing (BPO) ventures at 254 German Banks in a period between 1994 and 2005 , Fritsch and Wullenweber (2007 found that the outsourcer's financial performance in terms of profitability and cost efficiency was increased significantly compared to industry peers without BPO. The increase stems not from workforce reductions but rather from increased employee productivity. Further, they showed how BPO governance ensures BPO success: individually negotiated outsourcing contracts help to improve cost efficiency and profitability measures.
Research Design
The study adopted a descriptive case study design. Kenya Power was purposively selected from the electricity distribution and transmission energy subsector. The study population was all the employees of Kenya Power at the head office, who have been with the organization for a minimum period of one year. This was to ensure that they understand the firm and have gone through a one year cycle of performance contract. An updated list of all the employees in the head office obtained from the human resource department was used as the sampling frame. The study used simple random sampling to select the sample. The study used both primary and secondary data. Primary data was collected through a structured questionnaire with questions anchored on a five (5) point likert type ranking scale and secondary data was collected from published annual reports and financial statements. A pilot study was conducted in order to establish the validity and reliability of data collection instruments.
Research Findings and Discussion
Response Rate
The number of questionnaires administered to all the respondents was 150. A total of 113 questionnaires were properly filled and returned from Kenya Power employees. This represented an overall successful response rate of 75%.
Figure 1, 2 and 3 presents the characteristics of secondary data performance analysis for Kenya Power for a five year period. According to Kothari (2007) , the purpose can be served if analysis can be worked out from the financial statements of a series of years, the period should at least be for three years. This research analyzed five financial years. , Vol. 5, No. 3 ISSN: 2222 502 www.hrmars.com Muhammad and Zhan (2013) on the relationship between core and non-core activities outsourcing and integrated firm-level performance showed that a positive relationship between outsourcing of non-core activities have a positive impact on a firm's performance. The findings also agree with those of Khakia and Rashidib (2012) who investigated outsourcing and its impact on operational objectives and performance and found that outsourcing could lead to better financial performance. Fritsch and Wullenweber (2007) found that the outsourcer's financial performance in terms of profitability and cost efficiency was increased significantly compared to industry peers without BPO (Business Process Outsourcing). The increase stems not from workforce reductions but rather from increased employee productivity. , Vol. 5, No. 3 ISSN: 2222 suggestion that independent design consultancies and other design service vendors contribute significantly to product development efforts of major corporations. They found that, the outsourcing of industrial design was driven primarily by the ability of external companies to offer innovative services that complement the core competencies of client firms.
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Administration Support Outsourcing Services and Operational Performance
The first objective of the study was to determine the relationship between administrative support outsourcing services and operational performance at Kenya Power. Table 1 shows that 74.3% of the respondents agreed that in their organizations cleaning services have been outsourced to reputable firms, 69% agreed that since their organization started outsourcing cleaning services the administration costs have reduced and 90.3% agreed that their organization resulted to outsourcing cleaning services due to lack of in-house expertise. Ninety two percent (92%) of the respondents agreed that due to outsourcing their organization was able to concentrate on its core business and therefore achieve improved customer satisfaction, 83.2% agreed that outsourcing of cleaning services has helped their organization improve on company focus and 84% agreed that due to outsourcing the organization has as a result achieved use of modern technology in its cleaning services. The mean score for this section was 3.99 which indicated that majority of the respondents agreed that administration support outsourcing services influence operational performance of the organization.
Financial Outsourcing Services and Operational Performance
The second objective of the study was to establish the relationship between financial outsourcing services and operational performance at Kenya Power. March 2015, Vol. 5, No. Table 2 illustrates that 85.8% of the respondents agreed that their organization had contracted highly qualified auditors, 85.9% agreed that their organization frequently engages qualified accountants to assist in preparing the books of accounts and auditing and 85.9% agreed that their organization frequently engages qualified accountants to assist in putting in place financial and operational controls. In addition, 93.8% of the respondents agreed that their organization frequently engages qualified accountant to assist in computing tax returns, 94.7% agreed that their organization contracts qualified accountant to assist in carrying out audits and 96.5% agreed that outsourcing has helped their organization to be more efficient in auditing. The mean score for this section was 4.28 which indicated that majority of the respondents agreed that financial outsourcing services influence operational performance of the organization.
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Resourcing Outsourcing Services and Operational Performance
The third objective of the study was to find out the relationship between resourcing outsourcing services and operational performance at Kenya Power. , Vol. 5, No. 3 ISSN: 2222 507 www.hrmars.com Table 3 shows 77.9% of the respondents agreed that outsourcing resourcing services to contracted companies has deployed qualified personnel in the organization, 74.4% agreed that in their organization recruitment of top positions was effectively done by a contracted company and 84.9% agreed that in their organization quality training services are offered by experienced and competent outsourced firms. Furthermore, 85% of the respondents agreed that in their organization contracted resourcing firms regularly organize training seminars and workshops for the staffs, 81.4% agreed that in their organization contracted resourcing firms diligently carried out employees performance appraisal annually and 90.3% agreed that in their organization employees get sufficient feedback or advice on areas in which they need to improve from the contracted resourcing firms. The mean score for this section was 3.97 which indicated that majority of the respondents agreed that resourcing outsourcing services influence operational performance of the organization. , Vol. 5, No. 3 ISSN: 2222 508 www.hrmars.com
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Technical Outsourcing Services and Operational Performance
The fourth and last objective of the study was to evaluate the relationship between technical outsourcing services and operational performance at Kenya Power. Table 4 shows 85.8% of the respondents agreed that in prequalifying technical suppliers the organization employ transparency in the selection process, 66.4% agreed that profitability in the organization has greatly improved as a result of outsourcing technical services and 78.7% agreed that their organization maintain an effective information delivery with the suppliers of technical services. Sixty seven point two percent (67.2%) of the respondents agreed that when assessing the potential outsourcing services, their organization benchmarks to determine whether the company meets the criteria, 77.9% agreed that in selection of qualified contractors to carry out design work, their company follow a competitive procurement procedure and , Vol. 5, No. 3 ISSN: 2222 97.3% agreed that in construction and maintenance of electricity lines their organization engages qualified third party companies to improve productivity. The mean score for this section was 4.13 which indicated that majority of the respondents agreed that technical outsourcing services influence operational performance of the organization. 
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Correlation Analysis for the Linear Relationship between Outsourcing and Operational Performance
Summary of the Findings
The financial performance metrics indicate that with proper outsourcing strategies and prudent financial management practices, the company recorded higher profit margins of up to 75%. While electric energy consumption and new customers connection to the national grid which are the metrics for measuring productivity at Kenya Power, the findings shows that consumption in Gigawatts-hour have increased year on year with percentages as high as 9%. New customers connected to the national grid have recorded substantial growth of up to 16%. Further the study findings indicated that administration support, financial, resourcing and technical outsourcing services influenced operational performance of the organization. This was evidenced by the responses and correlation results. According to the test of significance, since the calculated value (p=0.00) was less than the critical value (α=0.01), this implied that the data provided sufficient evidence that the outsourced services were positive and statistically significant with operational performance.
Conclusions
The research findings show that outsourcing of services at Kenya Power has led to reduced operational costs and has also resulted in operational efficiency which translates to increased profits. In conclusion, the study found out that outsourcing leads to effectiveness in service delivery, promotes efficiency, improves operational performance, allows effective allocation of resources in addressing customer needs, enables the organization to strategically procure services that serve the needs of the customers directly and aiding the company to focus on its cores competencies. The study recommends that, the management should keenly monitor the sources of their contractors' products/services so as to have an overall picture about the service delivery process. This will ensure that the vendors do not use low quality materials or workmanship which might lead to low quality services to the customers leading to losses. Since this study was a case study specifically on Kenya Power a replica of this study can be carried out with a further scope to include other state corporations and institutions and see whether the findings hold true. Future studies should also apply different research instruments like , Vol. 5, No. 3 ISSN: 2222 511 www.hrmars.com interview guide, focus group discussions to involve respondents in discussions in order to generate detailed information which would help in bringing out better strategies for outsourcing and performance of firms in Kenya.
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